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The tax benefits associated with the dividends for stoc)
held by the LESOP Trust are being retained at BellSouth
Corporation, while Georgia's telephone customers incur the
following increased costs charged as benefit expense:

(1) Interest cost for the ESOP loan: '

(2) Additional matching fund requirements for savings plans'
participants;

(3) Risk associated with change in stock value for shares
held by the Trust.

Southern Bell of Georgia's telephone customers increased
benefit cost, associated with having the lLeveraged ESOP plan,
is estimated to be $24.4 million ($18.3 million intrastate)
for the 19‘90 through 1994 period. Georgia's portion of the
tax benefits, being retained at the BellSouth Corporate level
for the same period, is estimated to be $8.1 million ($6.1
million intrastate).
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ANALYSIS OF LESOP DATA RESPONSES

(JWC-14) “The tax benefits associated with the dividends on
Bellsouth Corporation stock held by the Trust and used to
service debt is retained by Bellsouth Corporation."

—BELLSQOUTH CORPORATION (S M)

DIVIDENDS TAX REDUCTION INTEREST
ON STOCK ON DIVIDENDS ON ESOP
PAID TO TRUST —NOTES
(114) (TwC-6) (Twe-4, 62)
1990 $ 23.1 $ 7.9 $ 60.5
1991 $ 43.5 $ 14.8 . $ 74.8
1992 $ 43.7 $ 14.8 : $ 72.4
1993 $ 14.8 $ 69.5
1994 $.14.8 $ 66.2
$ 67.3 $343.4
GEORGIA ALLOCATION FACTOR ¢
(CALCULATED PAGE 2) +120839743
GRORGIA'S PORTION OF TAX BAV. = $ 8.1 MILLION

INTRASTATE FACTOR -  _75%
INIRASTIATE PORTION OF TAX SAVINGS = $ 6.1 NILLION
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(JWC=30 DATA):

—SEQORGIA
1. SHARES ALLOCATED - GEORGIA $3,203,464
2. SHARES ALLOCATED ~-SB HQ. 788,708
3. GA. PRORATE FACT FROM SB —a 2899
4. SB ALIOCATION TO GA. 228,646
5. TOTAL ALLOCATED TO GA. 3,432,120
6. TOTAL BELLSOUTH CORP. 28. 402,166
7. ALLOCATION FACTOR TO GEORGIA (7=5/6) 0.120839743

——

ESTIMATED INCREASED RENEFIT COST ASSIGNED TO GEORGIA DUE TO
LEVERAGED EMPLOYEE STOCK OWNERSHIP PLAN (LESQP):

TOTAL

4990 4991 1392 20=-92

($M) ($M) . (SM) (SM)

8. INTEREST EXPENSE (JWC=4) 60.5 74.8 72.4 207.7

9. DIVIDENDS TO TRUST (114) 23.1 43.5 43.7 110.3

10. STOCK LOSS (SHARES ALL.) _ .4 2.9 4.0 7.3
(TWC-64) .

11. TOTAL BS INCREASED COST 37.8 34.2 32.7 104.7

(11=8-9+10)

12. EST. ALLOCATION TO GA. 21208 21208 21208 21208
13. EST. GA INCREASED BENEFIT

EXPENSE ALLOCATION 4.5 4.1 4.0 12.6
14. INCREASED MATCHING EXPENSE

TO GA FOR ESOP (JWC-63) 1.2 1.3 1.3 _3.8
15. INCREASED BENEFIT COST TO

GA FOR ESPO (15=13+14) 5.7 5.4 5.3 15.4

16. ESTIMATED 93 & 94 INCREASED GA COSTS (BASED
ON S0-92 DATA, INCREASES IN STOCK PRICE &
" "DECREASING LOAN INTEREST (JWC=-4) )

| £

17. INCREASE IN 50-54 EXPENSE DUE TO LESOP (17=15+16) = $24.4M
18. INTRASTATE FACTOR = ___75%
19. INCREASED GEORGIA INTRASTATE EXPENSE 90-94 (19=17*18)= $18.3M
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ADRITIONAL DATA FROM RESPONSES: .

ESOP loan amount (Jwe=-1) $850,000,000
Start date July 1, 1990; End July 1, 2003 (JWC-2)
Loan source (TWC=3) Morgan Stanley

All shares of stock were purchased on the open mnarket.
(JWC=7)

Number of shares purchased and average price. (JWC~8&32)
NUMBER AVERAGE ESTIMATED

OF SHARES PURCHASE PURCHASE
FURCHASED PRICE __ COST IO IRUST

MANAGEMENT SAV. PLAN 10,356,020 $53.11 $550,000,000
SAV. SECURITY PLAN —n.233,342 $54.22  $300,000,000
15,889,362 $850, 000,000

The administration cost associated with the Laveraged ESOP is
not separated from other administrative cost associated with
the existing employee savings plans, therefore none of the
ESOP's administration cost is included in the Audit's
estimated additional Georgia intrastate expense due to the
LESOP. (JWC-11)

a

The estimated tax savings associated with the dividends
identified in JWC~6 assumes a tax rate of 33.6 percent for
1993 and 1994. (JWC-29) The current federal corporate tax
rate is 35 percent, therefore the tax savings will be slightly
higher than the amount calculated.
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BELLSOUTH SERVICES FINANCIAL SYSTEMS DOCUMENTATION
APPLICATION ABOl: CSS/PPS USER GUIDE

PART 9: CSS INVESTMENT AND EXPENSE AFPORTIONMENT
SECTION 12: CENTRAL OFFICE EQUIPMENT EXPENSES
INDREX
1. GENERAL
2. ACCOUNT 6211 = AMALOG ELECTRONIC SWITCHING EXPENSE
3. ACCOUNT 6212 - DIGITAL ELECTRONIC SWITCHING EXPENSE
4. ACCOUNT 6215 - ELECTROMECHANICAL SWITCHING IXPENSE
5. ACCOUNT 6220 - OPERATOR SYSTEMS EXPENSE
6. ACCOUNT 6231 - RADIO SYSTEMS EXPENSE
7. ACCOUNT €232 ~ CIRCUIT EQUIPMENT EXPENSE
SENERAL
1.0 The folloving accounts are the Central Office Zquipment

Expense accounts.

1.02 Dollars used in the processing of these accounts are
extracted from FP through the CISSP intarface file.
The amounts associated vith ifivestment leased to others
is retrieved from Table TMANAMT and assigned to CP99 as
regulated. The CISSP balanca is reducad by the amount .
of the CP?9 assigrment priar to other cost pool
assigmments. " ,

1.0 Direct assigmments for thess accounts are made froa
Table TACCOUNT. '

AP, B8, |

2.01 Account €211 contains the expenses associated with
analog electronic svitching systems. It contains the
cost of routine inspection and maintsnance of analog
electronic cantral office egquipment, repairs of analog
electronic central office equi in the course of
clearing trouble, and other ma ce of such
eguipment not chargeable to other accounts.

2.02 *° In addition to those listed in the Ganeral para
the following inputs are used: i

MTAS

CPAM

Table TDACAT
Table TUSOCSC

9.12.1
0CT 1 181

Appendix E - 2




BEZLLSOUTE SERVICES FIRARCIAL SYSTEMS DOCUMENTATION
APPLICATION ABOl: Css/PPS USER GUIDE

PART 9: CSS INVESTMENT AND EXPENSE APPORTIONMENT
SECTION 12: CENTRAL OFFICE EQUIPMENT EXPENSES
2.03 Account 6211 is divided into three cost poocls as

_described in the following paragraphs.
2.03.1 CPOl, Direct Regulated/Nonregulated, is not used.

2.03.2 CP02, Dedicated Use Zquipment, is identified based on a
ratic of dedicated analog switching investaant to total
analog swvitching investment. This ratio is determined
by dividing the CPAM amount in Account 2211, CPO4 SPO2
through SPOE, by the CPAM amount in Account 2211, CPO1,
CPO2, and CPO4, SP02 through SP06. CPO2 contains the
expense associated with analog electronic switching
eguipsent vhich is identified as dedicated use for

specific regulatad/nonregulated activity.

1. SPOl, Dedicated Repair Trouble Tickets Expense, is
identified based on the total trouble ticket
associated expense amcunt. This amount is
deterained by accumulating the trouble tickst
report hours Srom MTAS and dividing the total by
SRC €211.1000 (77R) labor and engineering hours
from CISSP to develop a trouble ticket ratie. A
ratic of 1.0 will be used if the computed ratjc is
greatar than 1.0. The CISSP amount to 77R is
multiplied by the trouble ticket ratio to
deteraine the trouble ticket associated amount.
This amount is multiplied by the dedicated use
zatic and the result is assigned to SPO1.

2.  SP02, Dedicated Use Maintsnancs Software Expense,
is.identified based on the maintenance software
expense amount, which is determined by
accusulating the CISSP amounts to SRC 6211.1000
(77M) with a J¥CI of 4390. The maintanance '
softvare expenses amount is multiplied by the
ggéam use ratio and the result is assigned to

3. SP03, Dedicated Use Maintenances Service Order
Expense, is identified based on ths maintenanca
sarvice order axpense amcunt. This smount is
deterained by accumulating the CISSP amounts to
SRC 6211.1000 (77M) with JFCI not egual to 4390
and an authorization that does not match one of
the following formats:

EAttdtes EAf#49Ye
&JI#14196 JIts#d4s
&J004444 JOee4#44
&XCes 444 KRCed#444

&He04#0#4 (SBT only) &RECORDS
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This amount is multiplied by the dedicated use
ratio and the result is assigned to SPO3.

4. SP04, Dedicated Use Repair and Maintenance Expense,
is identified based on the 77M and 77R amounts
that have not been assigned. These amounts are
multiplied by the dedicated uss ratioc and the
zesult is assigned to SPOM.

CP03, Common Use Equipment - Repair and Maintenance, is
identified based on the amounts assigned to CPO2. It
contains the expense associated vith analog ealectronic
svitching egquipment which is identified as joint use
for both rsgulated and nonregulated activity.

1. §P0l, Common Use Repair Trouble Ticket Expense, is
identified based on the total trouble ticket
associated dollars. The amount assigned to QP02
SPO01 is subtracted from the total trouble tickst
associated amount to detarmine the SPO1 amount.

2. SP02, Common Use Maintenance Software Expenss, is
identified based on the maintenance softwars
expeanse amount. The amount assigned to CP02 SPO2
is subtracted from the maintsnancs software
axpense to deteraine the SP02 amount.

3. SP03, Common Maintanance Service Order Expense, is
identified based on the maintanance service order
expanss amount. The amount assigned to CP02 SPO3
is subtracted from the maintenance service order
expanse amcunt to determine the SP03 amount.

4. SP04, Common Use Repair and Maintanance Expense,
contains the balancs of the account.

Each cost pool of Account 6211 is assigned to
ragulated/nonregulated as described in the following

paragraphs.
CPOl is not used.

S ls of CPO2 are assigned as described in the
following paragraphs. ‘ .

vhere

9 4B b B
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l. SPO1 is assigned based on a ratio of MIAS
nenregulated USOC gquantity to total USOC gquantity.
The ratic is determined by extracting records from
MTAS and comparing them against Table TUSOCSC to
deteraine the nonregulated USOCs. The ratio is
applied to the SPOl1 amount to allocats the

nonregulated amcunt.
2. SP02 is assigned to regulated.
3. SP03 is assigned to regulated.

4. SP04 is assigned based on ratios of dedicated VMS
and dedicated PTVM nonregulated investament to
total dedicated investsent. The dedicated VMS and
PTVM amounts are obtained from $PO4. The total
dedicated investment eguals the amount in Account
2211, CPO4 SPO02 through SPOE. The dedicated YMS
ratic is multiplied by the S$PO4 amount and the
result is assigned to Product 107. The dedicated
Public Cein ratio is multiplied by the SPO4 amount
and the result is assigned to Product 161. The
balance of the subpool is assigned to regulated.

2.04.3 CPO3 is assigned based on a Table TDACAT ratio a
reprasenting nonregulated call volume to total call
volume. 7The ratic is applied to the amount in the

1l and the result is assigned to Product 160. The
balance of the cost pocl is assigned to regulated.

3.0 Account 6212 contains the cost of routine inspection and
maintenance of digital electronic central office

eguipment and repairs of central office egquipment in
the course of clearing trouble.

3.02 In addition to those listed in the General pars ’
the following inputs are used: G

MTAS

CPAM

Table TUSOCSC
Table TDACAT

3.03 Account 6212 is divided into five cost pools as
described in the following paragraphs.

e e A -
3.03.1 ( CP01, Direct Regulated/Nonregulated, is not used. )

9.12.4
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.

.03. cpo2, Dedicated Use Equipment, is identified based on a
3.03.2 ntic'» of dedicated switching investmsent to total

digital svitching investsent. This ratio is detarmined
by dividing the CPAM amcunt assigned to Account 2212,
CPO4 SPO2 through SPll, the CPAM amount assigned to
Account 2212. CP02 conta the expense associated
with digital electronic switching equipment which is
identified as dedicated uses for specific regulated and

nonregulated activity.

1. SP0l, Dedicated Repair Trouble Tickats Expense, is
identified based on a trouble ticket report hours
ratio. The ratio is determined by m—ing the

dividing the amount by the total labermd
engineering hours from CISSP in SRC €212.1000
(377R). A rmtio of 1.0 will be used if the

computed ratio is greater than 1.0. The ratio is
mugu.abymzmmtomm:om

tickst associated dollars. The trouble
ticket dollars are multiplied by the dedicated use
ratio to detarnine the SPOl1 amcunt.

2. SPO2, Dedicated Use Maintsnance Softwars Expanse,
is identified based on SRC €212.1000 (377M) with
JT¥C Indicator of 4390. The result is the total
maintanance software expense asount and is
multiplied by the dedicated uss ratio to dcun;m
the $P02 amount.

3. SP03, Dedicated Use Maintenance Servics Order
Expense, is identified based on the dedicated use
ratic. All amounts to 377M not assigned to SPO2
m accusulated if the authorization does not meet

the following criteria:

EAdd4d&E EAd444YE
o fiiis L] JItE4446
&Ie08444 JIeedidd
&KCeé#44 KKCe41¢4
&NeCtes¢ (SBT only) &RECORDS
4444444 (SCB only)

vhere - = gpace

= numeric

= alphanumeric
= alphabetic

This amount is the maintenance servics order
expense amount. 7The dedicated use ratio is

9.12.5
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nvuw»onﬂonwvugnnonoﬂuggmgu
amount.

4. SPO4, Dedicated Use Repair and Maintenance Expanse,
is identified basad on the dedicated use ratio.
The 377M and 377R unassigned amount is the repair
and maintenance expenss. This amount is
multiplied by the dedicated use ratio to deteramine
the SPO4 amount.

uuuuuu CP03, Packet Switching Common - Repair and Maintenance,
is identified based on a ratio of packet switch
investaent toc total digital swi investasent. The
amount assigned to Account 2212, CP03, is divided by
the total investment in Account 2212 to develcp the
ratic. It contains the expense asscciated with digital

. alectronic switching equipment which is identified as

processor elements associated with asynchronous packet
switching.

1. SPOl, Common Use Packet Switching Trouble Ticket
: guﬂ!ﬁo. is identified based on the total
trouble ticket associated amount. The packef
switch ratio is multiplied by the total trouble
ticket dollars to detarmine the P01 amount.

2. §r02, Common Use Packst Svitching Maintenance
Software Expense, is identified based on the
saintenance scftvare sxpensa. 7The maintenance
softvare expense is multiplied by the packst
svitch ratio te detarmine the $P02 amount.

u.ugu.ngs?gaﬁguuggwg
Order Ixpense, is identified based on the .
maintenance service order expsnse. The
asintanance service order expense is multiplied by
nvniwnwmnwnn switch ratio to determine the 5PO3

4. SPO4, Packst Swi Common Repair and
Maintanance Expensa, identified based on the
ir and saintenance “ﬂ.ﬁﬁ The repair and
M"W_-..oaﬂluoo expeanse is tiplied by the packst
switch ratio to deteraine the SPO4 amount.

.03. CPO4, Other Common Usse Equipment - Repair and
Naintenance, is identified based on the amounts
assigned to nwou. CPCl, and CP0S. It contains the
expense associated with n»m»g electronic switching

t whi is identified as common use for both
rsgulated and nonregulated activities.

ocT1 w9
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. 1. 8POl, cw Use Othar Trouble Ticket Repair
Expense, is identified based on the total trouble
ticket associated dollars. The amount assigned to
SPO1 of CPO2, CPO3, and CPOS is subtracted from
the total trouble ticket associated amount to
deteraine the SPOl amount.

2. SP02, Common Use Other Maintenance Softwvare
Expensa, is identified based on the maintenance
softwars expensa. The amount assigned to SP02 of
CPO2, CPO3, and CPQS is subtracted from the total
maintanance softvars expense amount to deteraine
the SPO2 amount. -

3. S§P03, Common Use Other Maintenance Service Order
Expense, is identified based on the maintenance
service order axpense. The amount assigned to
SPO3 of CP02, CPO3, and CPOS is subtracted from
th-ninmammiacrduwmmte
deternine the $P03 amount.

4. SPO4, Common Use Other Rspair and Maintanance
Expense, contains the balance of the account.

3.03.5 CPOS, VNS Common Use Maintsnance Software Ixpanse, u
identified based on a VMS common ratic. The amount
assigned to Account 2212, CPO6 is divided by the total
investaent in Account 2212 to develop the ratic. This
nn:pool contains the expanss associated with

the Information Storage, Forward, and
mt:i-vu investment.

1. SPOl, VNS Common Trouble Tickst Repair Ixpense, is
identified based on the total trouble tickst i
associated amount. The VMS common ratio is
multiplied by the total trouble ticket dollars to
detaraine the SP01 amount.

2. SPO2, VNS Common Use Maintanance Software Expense,
is identified based on the maintenance softvare
expense. The maintsnance softvare axpense is
sultiplied by the VMS common ratio to determine
the SP02 amount.

3. SP03, VMS Common Use Maintanance Service Order
Expense, is identified based on the maintenance
service order expensse. The maintenance service

order expense is multiplied by the VMS common
ratio to determine the SP03 amount.

9.12.7
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4. SP04, VMS Common Repair and Maintenance Expense, is
identified based on the repair and maintenance
expense. The repair and maintenance expense is
multiplied by the VMS common ratio to determine
the SP04 amount.

3.04 Each cost pool of Account 6212 is assigned to )
regulated/nonregulated as described in the following

paragraphs.

Rl —
3.04.1 CPO1 is not used.

3.04.2 Subpcools of CP02 are assigned as described in the
following paragraphs.

1. SPOl is assigned based on a ratioc of neonregulated
USOC quantity to total USOC gquantity. The ratico
is determined by extracting records from MTAS and
comparing them against Table TUSOCSC to determine
the nonregulated USOCs. The amount assigned to
SPOl1 is multiplied by the ratio and the result is
assigned to nonregulated. The balance of the
subpocl is assigned to regulatad.

2. SP02 is assigned to regulated.
3. SPO3 is assigned to regulated.

4. SPO4 is assigned based on ratios of dedicated CSL,
VMS, PTVM, and TUG nonrequlated investment to
total dedicated investment. The VMS amount is
obtained from Account 2212, CP0O4 SP06, the PTVM
agount from SP07, the TUG amount from SP0O8, and
the CSL amount from SPll. The total dedicated
investment eguals the amount in Account 2212, CPO4
SP02 through SPll. The CPAM amount in Account
6212, CPO2 SP04, is multiplied by each of these
ratios and the result assigned to Products 168
(CSL), 107 (VMS), 161 (PTVM), and 108 (TUG). The
balance of the subpool is assigned to regulated.

3.04.3 CP03 is assigned based on a ratio of the number of
enhanced packets switched to total packets switched of
all asynchronous ports from Table TDACAT. The ratio is
applied to the CP03 amount and the result assigned to
Product 102. The balance of the subpool is assigned to

regulated.

3.04.4 CPO4 SPO2 and SP04 are assigned based on a ratic of
nonregulated call volume to tota)l call volume from
Table TDACAT. The ratio is applied to SP02 and SPO4

L)

9.12.8
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SECTION
amounts and the result assigned to Product 150. The
palance of the cost pool is assigned to rsqulataed.
3.04.5 CPOS is assigned based on a ratioc of the amount of

nonregulated connect time to total connect time from
Table TDACAT. The ratio is applied to the CPO5 amount
and the result assigned to Product 107. The balance of

the cost pool is assigned to regulated.

ACCOUNT €215 - ELECTROMECHANICAL SWITCHING EXPENSE

4.01 Account €215 contains the cost associatad with
step-by~step central office equipment and crossbar
switching systems. It contains the cost of routine
inspection and maintenance of this egquipment and
repairs made in the course of clearing trouble. It
also contains the expenses associated with other
electromechanical switching systems not properly
chargeable as step-by-step Or crossbar.

4.02 No additional inputs are used in this account.

4.03 CP0l1, Electromechanical Expense, squals the entire
account.

4.04 The antire account is assigned to regulated. .

ACCOUNT 6220 - QPERATOR SYSTEMS EXPENSE

5.01 Account 6220 contains the expenses of routine inspection

and maintenance of cperator systems equipment,
maintenance of operator systems equipment in the course
of clearing trouble, and other maintenance of such

equipment. A
5.02 No additional inputs are used in this account.
5.03 CPOl, Operator Systems Expense, egquals the entire
acecount.
5.04 - The entire account is assigned to regqulated.
ACCOUNT 62321 - RADIO SYSTEMS EXPENSE
6.01 Account 6231 contains the cost of routine inspection and

maintenance of radio equipment and maintenance of radio
equipment in the course of clearing trouble.

9.12.9
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